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On April 6, the World Trade Organization (WTO) ruled in favor of the US in a trade dispute
involving a European Union (EU) quota system that gave preferential treatment to banana imports
from former colonies in the Africa, Caribbean, and Pacific (ACP) group over those from Latin
America (see NotiSur, 1996-05-23). The victory will free Latin American banana exports and the US
firms that control much of the region's output from the EU quota system.
At the same time, the ruling puts Caribbean producers in the position of objecting to the increased
competition while pressing the US for greater trade benefits in the US market for their products.
In 1997, the WTO panel found the EU quotas violated trade rules and ordered the EU to revise its
system. But the US said the EU's new system, unveiled in late 1998, did not eliminate quotas, and
in December 1998, President Bill Clinton announced the imposition of compensatory tariffs on an
array of EU exports (see NotiCen, 1999-01-21). In its April ruling, the panel found that the EU import
policy violated the organization's fair-trade rules and authorized the US to proceed with its tariffs.
The US will now be permitted to collect US$191.4 million through the trade sanctions as
compensation for losses suffered by US-owned banana companies under the EU policy. The US had
originally sought US$520 million in compensatory customs duties. Trinidad and Tobago's Foreign
Minister Ralph Maraj said that the ruling was "devastating" and that he hoped the EU would
appeal. That seems unlikely, however. EU trade commissioner Leon Brittan said on April 7, "We will
naturally abide by the rules applicable in the case of such decisions, as we have consistently said we
would."
Following announcement of the WTO decision, the US issued a revised list of EU products that will
be bear a 100% customs duty. The list includes handbags, cashmere sweaters, pork, cheese, candies,
coffee makers, lithographs, and bath products. A spokesperson for US Trade Representative
Charlene Barshefsky said the items were chosen to spread the impact fairly among EU member
nations. Just how long it will take to collect the US$191.4 million is unclear since publication of
the customs hit list caused US importers to reduce or cancel orders for the affected items to avoid
acquiring unsalable inventory.
The ruling will directly benefit the big US banana companies such as Dole and Chiquita as well as
the five producing countries Ecuador, Guatemala, Honduras, Mexico, and Panama who resisted the
EU quotas and joined in the US complaint. Other producers Colombia, Costa Rica, Nicaragua, and
Venezuela accepted the quota system and received special consideration from the EU. They could
now lose some of their present share in the EU banana market.
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Ruling could hurt Caribbean economies
From the beginning, Caribbean producer nations belonging to the ACP group have criticized
the US for pursuing the complaint. Caribbean-grown bananas are generally more expensive to
produce than those from Latin America. Loss of their favored status could seriously damage not
only the banana industry but whole economies in several ACP nations. The economies of St. Lucia,
St. Vincent, and Dominica are especially dependent on banana exports. At a March summit in
Suriname, leaders of the Caribbean Community and Common Market (CARICOM) threatened to
retaliate by canceling a cooperation agreement on anti-narcotics tracking and extradition of criminal
suspects signed with Clinton in 1997.
Jamaican Prime Minister P.J. Patterson said the US position on the EU banana quota is "a very, very
serious threat" to the Caribbean. While they do not expect a return to the quota system, the leaders
asked for a transition period to allow the island nations most affected to adjust to the economic jolt
the WTO ruling will bring. "In every free market, governments make allowances for vulnerable
producers such as small farmers and small businesses without violating the operation of free
markets," said Jamaican Ambassador in the US Richard Bernal.
A US State Department official promised to include tariff preferences for the region in any future
agreement with the EU. "We believe we can find a WTO-compatible solution and have consulted
with the Caribbean countries on this," the official said. "We're not trying to eliminate Caribbean
bananas. The question is whether you are going to have rules or not."
Patterson has proposed that ACS members, scheduled to meet April 16-17 in the Dominican
Republic, take up the banana issue. However, since the association includes countries that never
benefitted from the EU quota system, bananas may not head the agenda. Other issues such as
signing an agreement for a regional sustainable-tourism zone, an air transport compact, and an
intra-regional trade agreement may have a higher priority.
The Dominican Republic is tied by free-trade pacts with the Central American Common Market and
CARICOM, both of which include winners and losers in the banana dispute. Also working to muffle
Caribbean complaints against the US stand on bananas is the region's ongoing pursuit of greater
access to the US market through an expansion of the Caribbean Basin Initiative (CBI) [Sources: The
Miami Herald, 03/31/99; Inter Press Service, 04/08/99; Associated Press, 03/11/99, 04/08/99, 04/10/99
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